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St4E Depafinent for Mintng
Revenue Statement lor lhe ycar endcd 3N lune 2023

1. Acronyms and Glossary of Terms

NT

NMC

GR3

MRB

PFM

PSASB

RoR

NAGS

National Trcasury

11u6.oa61 l4ining Corporation

Geologist Registation Board

Mineral Rights Board

Public Finance Managemcnt

Public Sector Accounting Standards Board

Receiver of Revenue

National Airborne Geological Surveys
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State Department for Mining
Revenue Slatements fot the year ended 3Uh June 2023

2. Key Entity Information and Menrgement

(a) Backgroundinformrtion

The State Department for Mrning rs under the Minrstry of Mtntng Blue Economy and Mantime

Affarrs. At Cabinet level, the State Department for Mrntng ts represented by the Cabrnet Secretary

for Mrnrng, Blue Economy and Mantime Affatrs, who ts responsible for the general poticy and

strategrc drection of the State Departrnent for Mlnlng The State Department for Mtning was

desrgnated as a Recerver on l" December 2022 by the Cabrnet Secretary, National Treasury in

accordance wrth Sectlon 75 ofthe PFM Act,2012.

(b) Principelactivities

The mandate of the State Department for Mrnrng as denved from the Executtve Order No. I of
January, 2023 on the Organrzation ofGovemment ofthe Republic ofKenya rnclude: -

(r)

(n)
(irr)
(rv)
(v)
(vr)
(vn)
(vur)

Development of pohcres on the extractrve rndustry;

Undertakrng mrneral exploratron and mtntng pollcy management;

Maintarnrng an rnventory and mapprng of mtneral resources,

Development of mrmng and mrnerals development pohctes and standards,

Marntenance ofGeologrcal Data (Research, Collectron, Collatron, Analysrs),

Pohcres on the Management of Quarrying of Rocks and Industnal Mrnerals;

Minrng Capacrty Development and Value Addrtron; and

Management of Health Condrttons and Health and Safety in Mrnes.

The State Department has oversrght responsrbilrttes over the National Mining Corporatton (NMC),

the Mrneral Rrghts Board (MRB), Kenya Natlonal Mrning Instrtute and the Geologrst Regrstratron

Board (GRB).

The State Department for Mrnrng collects revenue from ley on cement, Mrneral Export Licence Fee,

Prospechng Fee as well as royaltres from: Carbon Droxrde, Magadi Soda and Base Trtanlum.

Revenue collected rs remrtted to the Natronal Treasury's Exchequer Account (Consohdated Fund)
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State Department for Mining
Revenue Slatements for the year ended 30th June 2023

(c) Key Management

The State Department for Mining's day+o-day management is under following key management
personnel who held office during the financial year ended 3Oth June 2023 and who had direct fiduciary
responsibility. These are:

S/l\lo. Designation Neme

I Cabinet Secretary Hon Salim Mwrya, EGH

2 Accounting Officer Elijah G. Mwangi

3 Director Administration David Onyancha, OGW

4 Ag. Director of Mines Gregory Kihrku

5 Ag. Director Geological Survey Enoch Kipseba

6 Senior Deputy Director- Supply Chain

Management System

Stephen Wamae

7 Director Human Resource Management and

Development

Francis M Mutisva

8 Director Central Planning and Proj ect

Monitoring Department

Paul N. Mirie

9 Chief Finance Officer Samuel K Waithaka

l0 Deputy Accountant General Kipyegon Henry Siele

ll Director Public Communications Robert Chepkwony

t2 Deputy Director ICT James Njiru

l3 Senior State Counsel Patriciah Mabil
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(c) State dcpartment for Mining Headquerters Works Butldtng, 3rd

FL, Ngong Rd.

P.O. Box 30009 - 00100,
NAIROBI Phone: +254
(020) 272 1074 Email:
ps@mrning.go,

Strte department for Mining
officcs P.O. Box 30009 - 00100,
NAIROBI Phone: +254 (020) 272
1074 Email' ps@mlntns so

(d) Independent Auditors Audttor-General
Office of the Audrtor General

Annrversary Towers, Unrverslty Way

P. O. Box 30084

GPO 00100

Narrobi, Kenya
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Key Entlty Informadon and Mstragement (cotrtinued)

(e) Principel Legal Adviser
Offrce of the Attorney General and Deparo:rent ofJustice
Sheria House, Harambee Avenue

P.O. Box 40112

GPO 00100
Nairobi, Kenya

(f) Benkers
Central Bank of Kenya
Haile Selassie Avenue

P. O. Box 60000 - 00200

Nairobi, Kenya
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3. Manegement Discussion end Analysis

The Kenyan mlnlng sector is richly endowed wrth rmmense mneral potentral whrch conshtutes of

rndustnal mrnerals such as soda ash (Trona), fluorspar, titanrum and zirconrum; fuel minerals such

as coal; and minerals such as Copper, Zrnc, Gold, Silver, Manganese, Gypsum, Diatomite and

gemstones such as rubres, tourmaline, tsavorite, sapphrres.

The country's minrng sector remains bnght as known mineral resources that rnclude rare earth

mrnerals, omamental stones, carbon droxrde, fluorspar, hmestone, iron ore, gold, gypsum and other

mrnerals remarn largely underexplored and under-explorted. However, rn the past years, economtc

pohcres have favoured other sectors grvrng lrttle attention to the mlnlng sector leading to low

contributlon to the gross domestrc product (GDP). The sector's contnbutlon to GDP currently stands

at less than l% (KNBS Economrc Survey, 2023) The contnbutron ofthe sector to CDP rs expected

to grow exponentrally with full rmplementahon of reforms envrsaged rn thls report

The mrnrng sector is regulated under the Mrnlng Act 2016 and subsequent regulahons and other

gurdehnes that have been put ln place to facrhtate rmplementation of the Act for sustarnable

management mrning operations. Despite having one of the best and most progressive mrntng

regulatory frameworks rn the continent, Kenya has not actuahzed her fullmineral potentral

Currently, the OnLne Mrnrng Cadastre reglster contarns 427 actwe mineral nghts (prospectrng and

mrning), 349 actlve and new apphcatrons of mrneral deahngs and 581 apphcatrons for mrneral rights

awaltlng processlng.

The mining achvltres rn the State Department are regulated by the Mrnrng Act,20l6, whrch provrdes

for allocation of nghts over mrnerals ln the Repubhc of Kenya to rnterested partles to undertake

operatrons related to prospectlng (explorahon), mming, processrng, tradrng, exportrng of mrnerals.

The nghts over mrnerals drffer with types of operations as rllustrated below'

Prospecting Operations

Prospectlng nghts grants the holder exclustve nghts to prospect (explore) for mtneral(s) over a

specrfied area. Prospectlng operations may rnclude, but not hmrted to, such actlvltles undertaken to

establish the spatlal extent and vrabihty ofa mlneral occurrence for commercral exploitation (mining)

Such operahons can erther be camed on large scale or at small scale capacltles. There are currently

I 14 prospechng nghts holders who are hcensed However, 26 llegal prospechng operatrons have

been reported so far

v1l
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Mining Operations

Rights to undertake mining operations in Kenya are acquired through the grant of mining rights in

accordance with the provisions of the Mining Act. Mining rights bestows upon the holder exclusive

rights to explore for and/or mine minerals over the area specified in the lease mining area. Mining

operations take place in various levels including large scale, small scale and artisanal mining

activities.

However, across the country there is a prevalence of mining activities which are popularly employed

in extraction of construction materials i.e. aggregates (ballast), building blocks and building sand.

These activities, conventionally referred to as quarries, have mainly been regulated by other Agencies

in the past years. Despite all mining activities being a function of the NationaI Govemment, some of

the County Govemments have gone to an extent of developing and implementing their own legal

frameworks. There is therefore a need to regulate them as envisaged in the Mining Act.

Artisanal Mining

This are mining operations undertaken by an individual, communities or groups of miners who use

simple equipment or rudimentary tools; The activities are associated with labour intensive, child

labour, and adverse environmental impacts. Artisanal miners are the major stakeholders in the mining

sector because most citizens take mining as the main source of livelihoods in the rural mineral rich

parts of the country supporting over 800,000 people. The sector however, is unable to sustainably

grow due to some constraints such as its informal nature, financial illiteracy, limited technical skills

of the miners, poor health and safety standards, inaccessibility of geo-data and mismanagement of

envlronment.

The State Department intends to deliver the Govemment's Boftom-Up Economic Transformation

Agenda (BETA) where one ofits key objectives is enhancing grassroots development by empowenng

communities and ensuring that resources are sustainably exploited to uplift the lives of ordinary

ctttzens.

Mineral Exploration

A Mineral Exploration process involves searching for evidence of any mineralization hosted in the

surrounding rocks. The general principle works by collecting and extracting pieces of geological

information from several places, and extrapolating this over the larger area to develop a geological

picture. There are six (6) stages in the mineral exploration process that includes project initiation,

field investigation, target evaluation, field work, and resource estimation which takes between 20 and

30 years to completion.
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Joint Mineral Exploretion Programs
Some of the available detarled geologrcal reports were camed out throughJolnt mineral exploration

programmes between Kenya and other countries Much of the westem part ofthe country has been

explored by aloint Kenya Govemment-Unrted Natlons team; Japan Intemahonal Cooperahon (JICA)

also collaborated with the Geologlcal Survey Directorate rn carrymg out detalled mlneral exploratton

rn 1988-1991 ln the westem and coastal areas ofthe country

Nationwide Airborne Geophysical Survey

The landmass and manne Nahonal Airbome Geophysical Survey (NAGS) was conducted from

January 2019 to Jtne 2022 to collect geophysrcal magnetrcs and radrometric datasets all over Kenya

and rts exclusrve economic zone by use of an atrcraft mounted wrth geophyslcal equrpment The

collected datasets wlll ard to map the mrnerahzed ore envlronment followed by identtfytng the

mrnerahzed zones. The project rs currently at 940lo completron stage wrth remalnrng areas earmarked

for completion at the end of 2024.

ln the Report 970 potentlal mlneral targets were identrfied from the prehmrnary interpretatlon ofthe

obtarned magnetlc and radiometnc data sets The Mrnistry in collaboration wlth a Jolnt National

Mapprng team has planned to conduct a preltmtnary ground truthing of the acqutred geophysrcal

targets which is essentral rn provrdrng a more accurate deprction ofthe surface and subsurface mrneral

occurrences The new mrneral occurrences rdentrfied dunng the ground tnrthrng exercrse wtll be vital

rn updating the current geo-data bank and mineral plot on the mrneral occurrence map The results of

the exerclse wrll also pave the way for a detailed mrneral exploratron exercise focusing on the

rdentrfied and confirmed mrneral occurrences targets.

Drilling Services

The Dlrectorate ofCeologrcal Surveys has three (3) Exploratron Dramond Core drill rigs operated by

quahfied and skilled dnlhng experts to supewise and operate the ngs. The rigs are used rn exploratory

dnlhng prolects such as the Marimantr rron-ore, Kisri soapstone, Taru coal and Myanga gold.

The Nrtionel Geodcte Brnk

The Kenya Geological Survey camed out proJected geologrcal mapprng and mtneral prospechng,

about three quarters of Kenya has undergone geological mapplng and mrneral prospectlng over the

years and most of the avarlable geo-data was obtarned dunng thrs period. All the reports developed

lx



State Departmerrt for Mining
Revenue Statements for the year ended 3Fh June 2023

over this period have been published and are available in both hard copy and soft copy at the

Department's Library and the National Geodata Bank.

Over the last five years, the State Departments revenue surpassed the set targets in various items while

some others the companies under-performed as seen in the tables below:

Table 1: The National Treasury revenue targets lor Finaacial Vear 2022/23 is as giwn below:

Code Details Estimates 2022123

l 146001 Cement Levy 1.161,903,809

I145013 Mineral Export Licence Fee 9,I 17,051

I145009 Prospecting Fee 14,096,604

1415003 Royalty on Carbon Dioxide t t,461,646

l4l 5004 Mining Royalties r 99,033,597

l4l 500s Magadi Soda Royalty 247,095,645

1415006 Base Titanium Royalty 721,443,707

Total for Vote ll7 for FY 2022/2023 2,364,152,060

Table: 2 Review of revenue targets and actual rmance for the last frve (5) FYs 2017/18-2021/22
Revenue Targets for FYs 2018-2023 in KSH

(Millions)
Actual Revenue for FYs 201&2023 ir KSH

(Millions)

Item
2018-20
l9

20t9-20
20

2020-20
2l

2021-20
22

2022-20
23

2018-20
l9

2019-20
20

2020-20
2l

202r-20 2022-20
23

Cement
Levy

76t.82 686.98 651.6'.1 991.4'.7 r,161.9 '176.31 859.48 882.50 988.39 1.041.6

6.

Mineral
Export fee

8.86 0.00 6.19 '7.59 199.03 '7.20 4.05 8.51 15.94 9.83

Othcr
Mining
Royalties

150.35 t87.42 t00.59 t6t.08 9.1 I n7.04 193.38 163.58 242.'74 242.'14

Magadi
Soda
Royalties

5'7.73 t45.29 156.83 193.49 241.O9 195.14 105.23 235.18 3,37t.70 448.64

Base

Titanium
Royalties

426.91 6',14.53 '121.445 83.00 479.49 519.56 508.57 535.51 1269.86 |,521.4
2

Carbacid
(c02)

0.00 I 1.460.00 25.01 23.47 6.41 0.00 18.41 3.',16 4.t2

P.ospcctin
g fce

0.00 0.00 t 9.33 0.00 14.09 0.00 0.00 0.00 0.00 0.6

Totals 1,405.67 1,602.69 I,439.17 2,051.61 2,3ff.15 1,62 t.60 I,670.72 1,843.68 4,83E.66 3,72t.44

x
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Base Trtanrum current royalry for the FY 2021122 nclude arrears recetved dunng the year of Kshs

The cement lely, Mrneral Royalties, and Mrneral Dealers' Lrcense fees collectlons have over the

years under review marntarned a steady upward trend same case with Base Titanium glven the

rncrease ln the volume of sales.

Royaltres from Tata Magadr Soda company lmproved during the current year. The company settled part

of the arrears ln the current year,

The global performance rs that on average, SDM has been surpassrng its targets, notably, wrth small

margins from FYs 2018/2019, However, there was a dechne rn the FY 2019-2020 attnbuted to

restnctrons on movement to contain the COVID-19 pandemic there after the State Department's

revenue contlnued to be on the rncrease due to measures berng put ln place to enhance revenue

collectron

xl
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Table: 3 Summary of revenue targets and actual petformance for FY 2022/23

Reveuue Item

Total
Revenue
Target for
the FY
2022t23

Total Actual
Revenue FY
2022/23

Revenue
Target
FY
2022/23

Actual
Revenue
FY
2022t23

(Ksh (Ksh

Levy on Cement Minerals I,161,903,809 1,041,657,387 49 44

Royalty on Carbon Dioxide I1,461,646 4,16t,152 0
0

Royalty on exports & extraction of
Minerals

199,033,597 188,790,242 9
8

Royalty on Tata Chemicals Magadi 247,095,645 652,800,692 t0 28

Mineral Export License Fee 9,1 1 7,05 1 I 1,091,550 0
0

Prospecting fee 14,096,604 60,000
0

Base Titanium Royalty 721,443,707 1,822,882,6s8 3l 77

Totals 2,364,152,,060 3,721,443,6E1 100 157

The State Department for Mining is budgeted to collect the relatively bigger proportion ofthe revenue

form cement lely, Base Titanium Royalty and Royalty on Tata Chemicals at 49 yo, 3lo/o and l0 Yo

respectively. During the current FY 2022123 SDM's collection passed the one and half mark in

percentage by achieving l57oh.

The major increase in revenue in the previous financial year 202112022 was as a result ofpayment of

arrears by Base Titanium company amounting to Ksh 2,101,834,223, otherwise the actual collection

for that FY was Kshs. 2,736,827,007. None the less, SDM still managed to surpass the set target.

Table 4: The Cement Lery colleaion for individual companiesfor FY 2022/2023

Company name FY 2022/2023 FY 202U2022

Mombasa Cement Ltd 343,544,628 282,995,323

Athi River Mining 17,028,356

Bamburi Cement Co. Ltd 299,960,080 320,12s,608

National Cement Ltd 429,638,510 345,842,612

Rai Cement Ltd 9,994,800 16,746,000

Savannah Cement Company Ltd

x
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KananRamji & Sons Ltd 7 I 36 3 94 5,658,556

Totd 1,M1,657,3E7 98EJ95,455

Remarkable improvemeot was wihessed in the year under review due to several measures put into -

place as recommended by the Revenue and Appropriations-In-Aid (AIA) Committee that was

constituted to devise measures oo eahancing the Revenue and AIA collections.

t S6vennah Qsalent obtained Court ruling against payment ofCemeut Lely.

x[l
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4. Statement of Receiver of Revenue's Responsibilities

Section 82 (l) of the Public Finance Management Act, 2012 requires that, at the end ofeach financial

year, a receiver of revenue shall prepare an account of the revenue received and collected by that

receiver during that financial year.

The Principal Secretary / the designated receiver of revenue in charge of the State Department for

Mining is responsible for the preparation and presentation ofthe State Department for Mining revenue

account which gives a true and fair view of the state of affairs of the State Department's revenue as at

the end of the financial year (penod) ended on June 30, 2023 This responsibility includes: (i)

maintaining adequate financial management arrangements and ensuring that these continue to be

effective throughout the reporting period; (ii) maintaining proper accounting records, which disclose

with reasonable accuracy at any time the financial position ofthe entity; (iii) designing, implementing

and maintaining intemal controls relevant to the preparation and fair presentation of the financial

statements, and ensuring that they are free from material misstatements, whether due to error or fraud;

(iv) safeguarding the assets ofthe State Department for Mining; (v) selecting and applying appropnate

accounting policies; and (vi) making accounting estimates that are reasonable in the circumstances.

The Principal Secretary/ designated receiver of revenue in charge of the State Department for Mining

accepts responsibility for the State Department for Mining's accounts, which have been prepared on

the Cash Basis Method of Financial Reporting, using appropriate accounting policies in accordance

with International Public Sector Accounting Standards (IPSAS) and relevant legal framework of the

Govemment of Kenya. The Principal Secretary is of the opinion that the State Department for Mining

receiver of revenue accounl gives a true and fair view of the state of State Departments receiver of

revenue transactions during the financial year ended June 30, 2023, and of the State Department for

Mining's financial position as at that date. The Principal Secretary in charge of the State Department

for Mining further confirms the completeness of the accounting records maintained for the State

Department for Mining which have been relied upon in the preparation of the State Department for

Mining Revenue account as well as the adequacy ofthe systems of intemal financial control.

The Principal Secretary in charge of the State Department for Mining confirms that the entity has

complied fully with applicable Govemment Regulations and the terms of extemal financing covenants

(where applicable), and that the entity's funds received during the year under audit were used for the

eligible purposes for which they were intended and were properly accounted for, Further the Principal

xlv
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Secretary confirms that the State Department for Mining's accounts have becn prepared in a form that

complies with relevant accounting staodards prescribed by the Public Sector Accounting Standads

Board of Kenya.

Approval of the Reverue Strtemetrts

The revenue statements were approved and sigoed ", .ffi:t\ )efA.u+.b8rt-.....202:, ty,

Elijah Mwangi, C.B.S

Hncipal Secretery

xv
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REPUBLIC OF KENYA

OFFICE OF THE AUDITOR-GENERAL

E nhanci n g,4 r. <'ount abi I i t.t

HEADqUARTERS

Anniversary Towers
Monrovia Street

P.O. Box loo84-ooloo
NAIROBI

REPORT OF THE AUDITOR-GENERAL ON RECEIVER OF REVENUE . REVENUE
STATEMENTS FOR THE YEAR ENDED 30 JUNE,2023. STATE DEPARTMENT FOR
MINING

PREAMBLE

I draw your attention to the contents of my report which is in three parts:

A. Report on the Revenue Statements that considers whether the revenue statements
are fairly presented in accordance with the applicable financial reporting framework,
accounting standards and the relevant laws and regulations that have a direct effect
on the financial statements.

B. Report on Lawfulness and Effectiveness in Use of Public Resources which considers
compliance with applicable laws, regulations, policies, gazette notices, circulars,
guidelines and manuals and whether public resources are applied in a prudent,
efficient, economic, transparent and accountable manner to ensure Government
achieves value for money and that such funds are applied for the intended purpose.

C. Report on Effectiveness of lnternal Controls, Risk Management and Governance
which considers how the entity has instituted checks and balances to guide intemal
operations. This responds to the effectiveness of the governance structure, the risk
management environment, and the internal controls, developed and implemented by
those charged with governance for orderly, efficient and effective operations of the
entity.

An unmodified opinion does not necessarily mean that an entity has complied with all
relevant laws and regulations, and that its internal controls, risk management and
governance systems are properly designed and were working effectively in the financial
year under review.

The three parts of the report are aimed at addressing the statutory roles and
responsibilities of the Auditor-General as provided by Article 229 of the Constitution, the
Public Finance Management Acl,20'12 and the Public Audit Acl,2015. The three parts of
the report, when read together constitute the report of the Auditor-General.

REPORT ON THE REVENUE STATEMENTS

Qualified Opinion

I have audited the accompanying revenue statements of the Receiver of Revenue -
Revenue Statements - State Department for Mining set out on pages 1 to 20, which

Reporl of the Auditor-General on Receiver of Revenue - Revenue Stqlements for the yeor ended 30 June, 2023 - Stale

Departmenllor Mining



comprise of the statement of arrears of revenue, statement of financial assets and
liabilities as at 30 June, 2023, statement of receipts and disbursements, statement of
comparison of budget and actual amounts for the year then ended, and a summary of
significant accounting policies and other explanatory information in accordance with the
provisions of Article 229 of the Constitution of Kenya and Section 35 of the Public Audit
Act, 2015. I have obtained all the information and explanations which, to the best of my
knowledge and belief, were necessary for the purpose of the audit.

ln my opinion, except for the effect of the matters described in the Basis for Qualified
Opinion section of my report, the revenue statements present fairly, in all material
respects, the arrears of revenue of the Receiver of Revenue - State Department for Mining
as at 30 June, 2023, and the revenue performance for the year then ended, in accordance
with lnternational Public Sector Accounting Standards (Cash Basis) and comply with the
Public Finance ManagementAct,2012 and the Mining Act,2016.

Basis for Qualified Opinion

Unsupported and Long Outstanding Arrears of Revenue

The statement of arrears of revenue reflects total arrears of Kshs.2,271,843,9M as at 30
June, 2023. The balance includes arrears settled during the financial year under review
amounting to Kshs.306,76-1,679. However, review of the arrears records revealed the
following anomalies:

i. The statement of arrears of revenue reflects a balance of Kshs.94,961,522 in respect
of Carbacid (CO2) Limited. The amount includes Kshs.27,809,296 arrears which was
accrued during the year under review. However, supporting schedule provided for
audit reflected an amount of Kshs.32,999,506 resulting in an unexplained variance of
Kshs.5,190,210.

ii, The arrears in revenue includes Kshs.1,685,721,025 owed by various companies
which has been outstanding for more than three years and were indicated to be
recoverable. However, it was not possible to confirm, how the amounts would be
recovered as some of the Companies owing had not renewed their mining licenses
while others had been suspended from undertaking mining operations.

ln the circumstances, the recoverability of the arrears totalling to Kshs.1,685,721,025
could not be confirmed.

The audit was conducted in accordance with lnternational Standards of Supreme Audit
lnstitutions (lSSAls). I am independent of the Receiver of Revenue - State Department
for Mining Management in accordance with ISSAI 130 on Code of Ethics. I have futfilled
other ethical responsibilities in accordance with the ISSAI and in accordance with other
ethical requirements applicable to performing audits of revenue statements in Kenya. I

believe that the audit evidence I have obtained is sufficient and appropriate to provide a
basis for my qualified opinion.

Report ofthe Auditor-General on Receiver of Retenue - Revenue Statenents for the year ended i0 June, 202 3 - Stqte
Department for Mining
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Key Audit Matters

Key audit matters are those matters that, in my professional judgment, are of most
significance in the audit of the revenue statements. There were no key audit matters to
report in the year under review.

Other Matter

Unresolved Prior Year Audit Matters

ln the audit of the previous year, several issues were raised under Report on Revenue
Statements, Report on Lawfulness and Effectiveness in Use of Public Resources and
Report on Effectiveness of lnternal Controls, Risk Management and Governance.
However, Management has not resolved the issues or explained the failure to adhere to
the provisions of the Public Sector Accounting Standards Board reporting template and
The National Treasury Circular AG.3/88A/oL.ll (28) dated I May,2023.

REPORT ON LAWFULNESS AND EFFECTIVENESS IN USE OF PUBLIC
RESOURCES

Conclusion

As required by Article 229(6) ot the Constitution, based on the audit procedures
performed, except for the matters described in the Basis for Conclusion on Lawfulness
and Effectiveness in Use of Public Resources section of my report, I confirm that, nothing
else has come to my attention to cause me to believe that public resources have not been
applied lawfully and in an effective way.

Basis for Conclusion

1. Non-Compliance with Mineral Dealers' License Requirements

Review of the mining cadastral records on dealings with minerals maintained by the State
Department for Mining revealed that mineral dealers' licences were being issued
manually. ln addition, four hundred and thirty seven (437) applications for renewal of
licences and permits were not verified for issuance within the stipulated thirty (30) days'
period as none had been renewed as at 30 June,2023. Further, the status ofthe licenses
in the cadaster system was reflected as 'evaluation in progress' or document was still in
verification process. No explanation was provided for the contravention of the provisions
of the Act in delay in approval and issuance or renewal of licenses in digital format.

2. lrregular Reduction of Cement Levy Payable

The statement of receipts and disbursements reflects non-tax receipts of
Kshs.3,717,649,241 which, as disclosed in Note 2 to the financial statements, includes
Kshs.1 ,041 ,657 ,387 in respect to cement levy. Analysis of production and sales reports
from Rai Cement Company revealed a variance of Kshs.3,997,920 (2022:
Kshs.6,698,400) between cement levy remitted to the Ministry of Kshs.9,994,800 and the
levy due on sales of Kshs.13,992,720. Further, analysis of production and sales reports
from the Company for prior years revealed a cumulative loss of revenue of
Kshs.10,696,320 due to irregular reduction of cement levy payable as shown below:
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Year
Production in
Metric Tonnes

Amount Payable
(@140 per Tonne)

(Kshs.)

Amount
Received

(Kshs.)
Variance

(Kshs.)
202112022 167,460 23,444,400 16,746,000 6,698,400
2022t2023 99,948 't3,992,720 9,994,800 3,997,920
Total 267,408 37,437,'.t20 26,740.800 't0.696,320

According to Sections 183(2) and 188(2) of the Mining Act,2016, the Cabinet Secretary
is required to make regulations to provide for the conditions and criteria for determining
application for reduction or suspension of payment of royalties. Although a letter from the
Cabinet Secretary dated 15 June, 2021 provided for audit authorized the Company to pay
a reduced cement levy rate of Kshs.100 per tonne instead of the gazefted rate of
Kshs.140 per tonne. However, the letter was not based on any existing regulations as
required.

ln the circumstances, due to the variations, the Government cumulatively lost revenue
amounting to Kshs.10,696,320 as at 30 June, 2023.

3. lrregular Waiver of Ground Rent

Review of records of Cement Companies in operation revealed a letter dated
11 December, 2020 which granted a waiver for payment of ground rent to a Cement
Company Limited operating in West Pokot County under four mining licenses by the
Cabinet Secretary for Mining. However, there is no provision in law on waiver of ground
rent fees by the Cabinet Secretary.

The prescribed annual ground rent for a mining lease is Kshs.2,000 per hectare per
mining lease year subject to a minimum of Kshs.500,000, resulting to a total ground rent
of Kshs.79,157,916 from four licenses.

ln the circumstances, the validity of ground rent waivers could not be confirmed.

4. Delay in Formulation of Regulations for Site Rehabilitation and Mine Closure

Review of cadaster records for mineral rights holders maintained by the State Department
of Mining revealed that applicants submitted site mitigation and rehabilitation (mine-
closure) plans. However, the plans were not accompanied by an environmental protection
bond to cover the costs associated with the implementation of the environmental and
rehabilitation obligations of the mineral holders. This was attributed to the delay in
formulating regulations for mine-closure obligations despite Mining Act, 2016 having been
long operationalized in 2016.

ln the circumstances, Management was in breach of the law.

5. Delays in Establishing Artisanal Mining Committees

Records at the State Department indicates that as at 30 June, 2023, only nine (9) out of
fourty seven (47) Counties had established Artisanal Mining Commitlees. Additionally,
out of the nine (9) committees which had been established, the terms of members in three
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(3) artisanal mining committees' had expired. This was contrary to Section 94 (1) of the
Mining Act, 2016.

Subsequently, there was no evidence indicating that Artisanal Mining Committees of
Narok, Turkana, Kisii, Taita-Taveta, Siaya, and Migori Counties had held meetings and
deliberations concerning recommendations for issuance of artisanal mining permits since
they were established in 2021 . Further, a register of artisanal miners was maintained in
the six (6) counties but there was no record of any artisanal mining permits issued.

ln the circumstances, Management was in breach of the law.

6. Unlicensed Mineral Leaching Operations in Migori

Site visits carried out in September, 2023 lo mining areas in Migori and Narok Counties
revealed that several gold leaching plants lacked requisite mineral processing licence
and permits as provided by law. The plants were processing gold which is the major
mineral mined by artisanal miners in the regions.

Additionally, both small-scale and large-scale operators were using cyanidation and
mercury to extract gold from tailings and ore. Cyanidation is widely used to process
tailings as it was regarded to be efficient and cost saving. However, the chemicals used
were harmful to small-scale operators who were not using protective equipment like
gloves, gumboots, goggles among others. Further, discharges from the process
contained harmful chemicals which were not properly disposed and thus abandoned at
the sites since most leaching sites lacked proper protective and disposal mechanism. The
leaching plants are also situated in close proximity with neighborhoods where people live
and posed health and environmental risks.

ln the circumstances, the activities of the operators of gold leaching plants were unlawful
and harmful to human life, animals, and the environment.

7. lllegal Mining Operations of Soapstone in Kisii County

A visit to Tabaka, South Mugirango and Nyamarambe Sub Counties in Kisii County
revealed that several individuals and companies were mining soapstone without mining
permits granted by the State Department of Mining. ln addition, officials from the Kisii
County Government had closed mining operations at the sites due to depletion and over
exploitation of the resources. However, site visits confirmed that despite the closure,
mining operations were still ongoing in some mines. Further, miners at the active sites
lacked protective equipment hence exposing themselves to health hazards.

ln the circumstances, the Management was in breach of the law.

8. Stalled Establishment of a Soapstone Value Addition Center in Kisii County

The State Department of Mining initiated a soapstone value addition centre project in Kisii
County in October, 2018 at an estimated cost of Kshs.300 million. The purpose of the
centre was to create value addition to the business of soapstone in the Kisii Region.
Records provided revealed that a consultant, was contracted to conduct a feasibility study
for the project at a cost of Kshs.13,771 ,520.
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Physical verification carried out in Tabaka Mining revealed the project was yet to start,
five (5) years later, despite the feasibility study having concluded that the project was
viable. Management indicated that the Government was yet to acquire land for the project.

ln the circumstances, the value for money incurred on feasibility studies and research
amounting to Kshs.13,771,520 could not be confirmed.

9. Reporting on Mining and Mineral Related Activities

Review of records maintained at the State Department in respect of reporting by mineral
rights holders revealed the following anomalies and non-compliance with the law:

i. Three (3) limestone mining companies namely Mombasa Cement Limited, Bamburi
Cement Limited, and National Cement Company Limited did not submit half-year
reports and annual performance reports on employment and training activities contrary
to Regulation 6 and 10 of the Mining (Employment and Training) Regulations, 2017.

ii. There were no annual reports on the use of local goods and services (Kenyan content)
prepared by three (3) holders of limestones mining licenses namely Mombasa Cement
Limited, Bamburi Cement Limited, and National Cement Company Limited were
provided for audit review contrary to Regulation 16 of the Mining (Use of Local Goods
and Services) Regulations, 2017 which states that a holder of a license shall, not later
than thirty days after the beginning of each license year, submit to the Director of Mines
an annual report on Kenyan content.

iii. Community development agreements signed between mining license holders and
communities by the Management of Bamburi Cement Limited and National Cement
Company provided for audit review had no community development agreement
contrary to Section 109 of the Mining Act, 2016 that states the holder of a mining
license shall sign a community development agreement with the community where
mining operations are to be carried out in such a manner as shall be prescribed in
Reg ulations.

The audit was conducted in accordance with ISSAI 4000. The standard requires that I

comply with ethical requirements and plan and perform the audit to obtain assurance
about whether the activities, transactions and information reflected in the revenue
statements comply, in all material respects, with the authorities that govern them. I believe
that the audit evidence I have obtained is sufficient and appropriate to provide a basis for
my conclusion.

REPORT ON EFFECTIVENESS OF INTERNAL CONTROLS, RISK MANAGEMENT
AND GOVERNANCE

Conclusion

As required by Section 7(1)(a) of the Public Audit Act, 2015, based on the procedures
performed, except for the matters described in the Basis for Conclusion on Effectiveness
of lnternal Conkols, Risk Management and Governance section of my report, I confirm
that, nothing else has come to my attention to cause me to believe that internal controls,
risk management and overall governance were not effective.
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Basis for Conclusion

1. Unidentified Revenue from Construction Minerals

Review of the financial statements and revenue records including the cadaster system
reports revealed that the State Department does not have policies and procedures to
identify, collect and account for revenue from construction and industrial minerals which
include, but not limited to quarry stones, salt and soapstone listed on the First Schedule
Part (A) of Mining Act, 2016. This is contrary to Regulation 64(1)(a) of the Public Finance
Management (National Government) Regulations, 201 5.

ln the circumstances, the existence and effectiveness of measures to identify and assess
mineral revenue sources could not be confirmed.

2. Lack of lnspectors for Mines at Border Points

Site visits for Large Scale Gold Miners at Kilimapesa Gold (PTY) Limited based in Narok
County and Copper Hill Exploration and Mining Resources Company Limited in Migori
County and other mining sites in the region revealed that the State Department had no
designated inspectors from the Directorate of Mines minerals extracted were accurately
confirmed before leaving the mines. lnstead, the Director of mines relied on self-
assessments by the companies. Additionally, there was no mechanism in place to confirm
the accuracy of production records provided by the mineral rights holders which may
result in under declaration of sales made and royalties payable on those sales. Further,
discussions and interviews held with miners and other State Department officers revealed
that gold mined in Narok and Migori is smuggled to Tanzania and other neighboring
countries through lsebania and other border points, since there are no mining officers
stationed at those boarder points to inspect and mitigate the risk of the smuggled gold,
copper and other minerals.

ln the circumstances, the existence and effectiveness of controls to monitor operations,
measure quantities extracted could not be confirmed and Management was in breach of
the law.

The audit was conducted in accordance with ISSAI 2315 and ISSAI 2330. The standards
require that I plan and perform the audit to obtain assurance about whether effective
processes and systems of internal controls, risk management and overall governance
were operating effectively, in all material respects. I believe that the audit evidence I have
obtained is sufficient and appropriate to provide a basis for my conclusion.

Responsibilities of Management and those Charged with Governance

Management is responsible for the preparation and fair presentation of these revenue
statements in accordance with lnternational Public Sector Accounting Standards (Cash
Basis) and for maintaining effective internal controls as Management determines is
necessary to enable the preparation of statements that are free from material
misstatement, whether due to fraud or error and for assessment of the effectiveness of
internal controls, risk management and overall governance.
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ln preparing the revenue statements, Management is responsible for assessing the
Receiver of Revenue's ability to continue to sustain its services, disclosing, as applicable,
matters related to sustainability of services and using the applicable basis of accounting
unless Management is aware of the intention to terminate the Receiver of Revenue or to
cease operations.

Management is also responsible for the submission of the revenue statements to the
Auditor-General in accordance with the provisions of Section 47 of the Public Audit Act,
2015.

ln addition to the responsibility for preparing and presenting the revenue statements
described above, Management is also responsible for ensuring that the activities,
transactions and information reflected in the revenue statements comply with the
authorities which govern them, and that public resources are applied in an effective way.

Those charged with governance are responsible for overseeing the revenue reporting
process, reviewing the effectiveness of how Management monitors compliance with
relevant legislative and regulatory requirements, ensuring that effective processes and
systems are in place to address key roles and responsibilities in relation to governance
and risk management, and ensuring the adequacy and effectiveness of the control
environment.

Auditor-General's Responsibilities for the Audit

The audit objectives are to obtain reasonable assurance about whether the revenue
statements as a whole are free from material misstatement, whether due to fraud or error,
and to issue an auditor's report that includes my opinion in accordance with the provisions
of Section 48 of the Public Audit Act, 2015 and submit the audit report in compliance with
Article 229(7) of the Constitution. Reasonable assurance is a high level of assurance, but
is not a guarantee that an audit conducted in accordance with lSSAls will always detect
a material misstatement and weakness when it exists. Misstatements can arise from fraud
or error and are considered material if, individually or in the aggregate, they could
reasonably be expected to influence the economic decisions of users taken on the basis
of these revenue statements.

ln addition to the audit of the revenue statements, a compliance audit is planned and
performed to express a conclusion about whether, in all material respects, the activities,
transactions and information reflected in the revenue statements comply with the
authorities that govern them and that public resources are applied in an effective way, in
accordance with the provisions of Article 229(6) of the Constitution.

Further, in planning and performing the audit of the revenue statements and audit of
compliance, I consider internal controls in order to give an assurance on the effectiveness
of internal controls, risk management and governance processes and systems in
accordance with the provisions of Section 7(1)(a) of the PublicAudit Act,2015 and submit
the audit report in compliance with Article 229(7) oI the Constitution. My consideration of
the internal controls would not necessarily disclose all matters in the internal control that
might be material weaknesses under the lSSAls. A material weakness is a condition in
which the design or operation of one or more of the internal control components does not
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reduce to a relatively low level the risk that misstatements caused by error or fraud in
amounts that would be material in relation to the revenue statements being audited may
occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions.

Because of its inherent limitations, internal controls may not prevent or detect
misstatements and instances of non-compliance. Also, projections of any evaluation of
effectiveness to future periods are subject to the risk that controls may become
inadequate because of changes in conditions, or that the degree pf corppliance with the
policies and procedures may deteriorate.

As part of an audit conducted in accordance with lSSAls, I exercise professional
judgement and maintain professional skepticism throughout the audit. I also:

. ldentify and assess the risks of material misstatement of the revenue statements,
whether due to fraud or error, design and perform audit procedures responsive to
those risks, and obtain audit evidence that is sufficient and appropriate to provide a
basis for my opinion. The risk of not detecting a material misstatement resulting from
fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal controls.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
accounting estimates and related disclosures made by the Management.

. Conclude on the appropriateness of the Management's use of the applicable basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty
exists related to events or conditions that may cast significant doubt on the ability of
the Receiver of Revenue to sustain its services. lf I conclude that a material
uncertainty exists, I am required to draw attention in the auditor's report to the related
disclosures in the revenue statements or, if such disclosures are inadequate, to
modify my opinion. My conclusions are based on the audit evidence obtained up to
the date of my audit report. However, future events or conditions may cause the
Receiver of Revenue to cease to offer its services.

. Evaluate the overall presentation, structure and content of the revenue statements,
including the disclosures, and whether the revenue statements represent the
underlying transactions and events in a manner that achieves fair presentation.

. Obtain sufficient appropriate audit evidence regarding information and business
activities of the Receiver of Revenue to express an opinion on the revenue
statements.

. Perform such other procedures as I consider necessary in the circumstances.

I communicate with the Management regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies
in internal controls that are identified during the audit.
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also provide Management with a statement that I have complied with relevant ethical
uirements regarding independence and communicate with them all relationships and
er matters that may reasonably be thought to bear on my independence and where

pplicable, related safuguards.

CP BS

irobi

January,2024

ofthe Aaditor4en*al on Receiver of Revenue - Reverrue Srdemenu for the year ended i0 Jt ne, 202i - Stale
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State Departrnent for Mining
Revenue Statemenls for the year ended 3Uh June 2023

6. Statement of Recei ts gnd Disbursements for the r ended 30th June 2023

NB: * The excess disbursement amount of Kshs 2,670,000 above was in respect of Dealers

Processing Licenses Fees which is an item of AIA that was wrongly classified and posted under

Mineral Export License, a Revenue item. The said amount was swept into the exchequer as per

the policy of sweeping on daily basis.

The accounting policies and explanatory notes to these revenue statements form an integral part

of the revenue statements. These revenue statements were approved on

-:. i .1. ! .. L .c *,., | *i'. .2023 and sigaed by:

(

Elijah
Princi

ngi, CBS

ecretary
(Ref: PFM ACT section E2,2(a))

Kipyegon Henry Siele

Head of Accounting Unit
ICPAK No, 8879

Non -trx receipts

2 3,,717,649,241 4,838,661,230Property income

3,717,649,241 4,838,661,230Totrl non -tax receipts

3,717,649,241 4,83E,661,230Total receipts

(4,E38,661,230)Disbursements to exchequer account (3,720,319,241)

2,670,000* 0Balance due for disbursement
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State Department lor Mining
Revenue Statements for the year ended 3Oh June 2023

7. Statement of Financial Assets and Liabilities as at 306June 2023

Financial Assets

Cash and Cash Equivalents

4Bank Balances

Total Financial Assets

Total Financial Assets

Financial Liabilities

5Payables-Due to Exchequer

Total Financial Liabilities

The accounting policies and explanatory notes to these revenue statements form an integral part

ofthe revenue statements. These Revenue Statements were approved on

.??.1h.. "[{oMh*lr .2023 andsigned by:

t
Elijah M CBS
Principa
(Ref: PFM ACT section 82,2(a))

Kipyegon Henry Siele

Head of Accounting Unit
ICPAK No. 8879

tza
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Non -tax receipts

Levv on Cement Mrnerals l,l6l,903,809 l,l6l,903,809 | ,041,657 ,387 90v.

Royalry on Carbon Droxrde 1t,46t,646 I t,46t,646 4,161,152 36%

Royalty on exports & extrachon
of Mrnerals

199,033,597 199,033,597 187,665,802
95%

Royalty on Tata Chemrcals
Magadr

247,095,645 247,095,645 6s2,800,692
264yo

Mrneral Expo( Lrcense Fee 9, I r 7,051 9,I t 7,05 r 8,421,550 122v.

Prospectrng fee 14,096,604 14,096,604 60,000 0%io

Base Trtamum Royalty 721,443,707 721,M3,707 I,822,882,658 2l lYo

Totel receipts
2,3U,152,059 2,364,,152,059 3,717,649,,241

State Depsrtment for Miaing
Revenue Statements for lhe year ended 3Uh June 2023

E.Strtement of Comprrison ofBudgct rnd Actuel Amounts for the Ycer ended 30thJune 2023

Budget Notes:

I The amount pard by Carbacrd arose from self-assessment where the company based the Royalty payment on mlne
head (raw CQ) The State Department's computation is based on FOB (sales at the polnt of exlt), therefore, there
exlsts arrears which wrll be recovered rn the subsequent years

2. The underperformance on cement lely can be attnbuted to use of low rates (Kshs. 100) by some companres tn their cement levy
computation whlle the SDM had based their computahon on the approved royalty rate of Kshs 140 pertonne

3. There were tncreased mmeral extmctron actrvrtles hence rncrease rn rcvenue on Exports & Extractlon of Mrnerals
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Stare Depatfrnent for Mining
Revenue Statements lor the year ended 3Uh June 2023

4. Royalty on Tata Chemicals surpassed the budget as a result ofpayment of arrears

5. Mineral Export License Fee: There has been increase in compliance due to migration to KENTRADE platform and enforcement

of enhanced revenue collection measures.

6. Base Titanium paid Royalties a rate of3% before upscaling to 5% in the current year. The Royalty more than doubled due to the

increase in the rate.

7. Prospecting fees was adversely affected by the Moratorium of20l9, and therefore, no new Prospecting Licenses were issued to

the companies

The entity Financial Statements were approved on *q.fu .b2 .2023 and, sigrred by

Elijah M CBS Kipyegon Henry Siele

Head of Accounting Unit
ICPAK No. 8879

Principal
(Rel: PFM ACT section E2,2(a)

4



State Departntent for Mining
Revenue Statements for the vear ended 3Uh June 2023

9. Statement of Arrears of Revenue as at 301h June 2023 5

Kshs Kshs Kshs

Non- Tax
Receipts

Tata Magadi
l,050,467,818

(90,379,042',1 960,088,776 Withholding of export permits Recoverable

African Diatomite 21,030,156 21,030,156 Suspension of operations Recoverable

Kilimapesa 5,487,722 (2,599,387) 2,888,33s Withholding of export permits Re,coverable

Carbacid (CO2)
LTD

99,122,674 (4, r 6l,l52) 94,961,522 Withholding of export permits Recoverable

National Cement l0l,063,228 (4,072,825) 105,136,053
The amount is been paid in the first
quarter FY 202312024

KarsanRamji &
Sons

I,924,85 I (1,924,851) 0

Bamburi Cement 163,t45,275 ( 141,260,913)
21,884,362

The amount is b€en paid in the first
quarter FY 202312024 Recoverable

Mombasa Cernent 70,5t2,159 (70,512,159) 0

EA Portland 404,759,572
404,759,572

Suspension of mining
operations

Recoverable

s



State Departnent for Mining
Revenue statemen8 the vcal ended 3Oh June 2023

ARM 290,232,493 290,232,491

Company was undcr receivership and
has sincc been sold to National
Ccment company. SDM is in
consultation with thc TNT

Not sure of recovery

Savannah 370,862,635 370,862,635
Furlher consultation with the National
Trea^sury

'lller€ is an oui ofcoun
sdllcfi c crld ro forcgo

TOTALS 2,578,608,583 306,764,682 2,271,E43,904

An ageing analysis ofrevenue in arrears has been shown on note 12 ofthese financial statements

Elijah Mw CBS
Principal
(Ref: PFM ACT section E2,2(a))

Kipyegon Henry Siele
Head of Accounting Unit
ICPAK No.8E79

6



Slate Department lor Mining

Revenue Statements for the year ended 3Uh June 2023
10. Significant Accounting Policies

The key accounting policres adopted in the preparation ofthese revenue statements are set

out below:

l. Statcmcnt of Compliance and Basis of Preparation

The revenue statements have been prepared in accordance with and comply wrth

Intemational Public Sector Accounting Standards (IPSAS) with particular emphasis on Cash

Basis Financial Reporting and relevant legal framework of the Government of Kenya. The

financial statements comply wrth and conform to the form ofpresentatron prescribed by the

Public Sector Accounting Standards Board ofKenya. The financral statements are presented

in Kenya Shillings, which is the functional and reporting currency of the State Department

for Mrning and all values are rounded to the nearest Kenya Shilting. The accounting policres

adopted have been consistently applied to alI the years presented.

The revenue statements have been prepared on the Cash Basis following the Government's

standard chart of accounts. The cash basis of accountrng recognises transactions and events

only when cash rs received or paid by the State Department for Mining.

2. Recognition of Receipts

The State Department for Minrng recognises all receipts from the various sources when the

related cash has been received by the State Department.

3. Budget

The budget is developed on the same accounting basis (cash basis), the same accounts

classrfication basis, and for the same period as these revenue statements. The revenue budget

was approved as required by law and as detailed in the Govemment ofKenya Budget Printed

Estrmates. A hrgh-level assessment of the revenue's actual performance against the

comparable budget for the financial year under review has been rncluded rn these revenue

statements.
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State Department for Mfuing

Revenue Statements for the year ended 3F June 2023

Sigttificant Accounting Policies (Contin ued)

4. Cash and cash equivalents

Cash and cash equivalents comprise cash on hand and cash at bank, short-term deposits on

call and highly liquid investments with an original maturity of three months or less, which

are readily convertible to known amounts of cash and are subject to insignificant risk of

changes in value. Bank account balances include amounts held at the Central Bank ofKenya.

Revenue in Arrears

This relates to revenue eamed and is yet to be received or collected by the State Department

for Mining. These arrears are disclosed under the statement of arrears as required under the

PFM Act, 2012 which is a memorandum statement. Disbursements to the Exchequer. The

Receiver of Revenue has a daily arrangement for sweeping of funds from its bank account

to the Exchequer account. Total disbursements to the exchequer are as a result of the

sweeping arrangement during the year.

Comparative Figures

Where necessary comparative figures for the previous financial year have been amended or

reconfigured to conform to the required changes in presentation.

Subsequent Events

There have been no events subsequent to the financial year end with a sigrificant impact on

the revenue statements for the year ended June 30, 2023
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State Department for Mining

Revenue Statements for the year ended 3Uh June 2023
11. Notes to the Financial Statements

l. Fees On Use of Goods/Services

N.B

Kshs. 11,095,550 includes Kshs. 2,601,171,105 classified by error as Dealers Prospecting

Licenses fees instead of Mineral Dealers License fees. The error was noted, but the amounts were

treated at the defunct Ministry of Petroleum and Mining.

8,421,550Mineral Export Licensing fee

60,000Prospecting Fee

8,481,550 15,942,000Total Fees

Balance brought forward

8,481,550 t5,942,000Transfers to the Exchequer account

00Balance carried forward
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State Department for Mining

Revenue Statements for the year ended 3Ur fune 2023
2. Pr Income

Cement Levy:

Mombasa Cement Ltd 294,927,603 282,995,323

Athi zuver Mining 17,028,356

Bamburi Cement Co. Ltd 299,960,080 320,125,608

National Cement Ltd 429,638,510 345,842,6t2

Rai Cement Ltd 9,994,800 16,746,000

Savannah Cement Company Ltd

KarsanRamj i & Sons Ltd 7,t36,394 5,658,556

Total for cement levy 1,041,657,387 988,396,455

Royalties

Royalties on Carbon Dioxide 4,t61,152 3,'763,833

Mining Royalties 187,665,802 242,744,318

Magadi Soda Royalty 652,800,692 216,1t4,540

Base Titanium Royalty I,822,882,658 3,371,700,084

Total for Royalties 2,667,510,304 3,834,322,775

TOTALS 3,709,167,691 4,822.719,230
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Slate Departnent for Mining

Revenue Statements for the year ended 3Uh June 2023

Notes to the financial statements (Continued)

3. Miscellaneous Recei ts (Not classified elsewhere)

Miscellaneous Revenue

Sundry Revenue

Total Revenue

Balance brought forward
Transfers to the Exchequer account

Balance carried forward

II



State Department for Mining

Revenue Statements for the year ended 3Oh June 2023
Note-s to the Financial Statements (Continued)

4. Bank Balances

5.Pa bles- Due to Exch uer

This relates to amounts yet to be disbursed to the exchequer at the end of the financial year. The
amount should be supported by the bank balances as per note l6 above.

6. Balance carried forward as at 30th June 2023 and subsequently transferred

Central Bank of Kenya
Account No: 1000695559
Currency: Kenya Shillings

Total

Balance b/f at the beginning of the year

Amounts received during the year

Amounts disbursed to Exchequer during the year (-) (-)

Balance c/d at the end of the year

Total

I

2

Total

lz



state Dep0rtment lor Mining
Revenue Statements for the vear ended 3Uh June 2023

Notes to the Financial Statements (Continued

7.A ern Anal s of Revenue in Arrears

Property
income:

Magadi soda 960,088,776 960,088,776

African diatomite 2 r,030,156 2 1,030,156

94,961,522 94,961,522Carbacid

Kilimapesa 2,888,33 5 2,888,335

E.A Portland
Cement

404,759,572 4M,759,572

21,884,362Bamburi Cement 21,884,362

National Cement 173,484,534 105, r 36,053

ARM Cement 290,232,493 290,232,493

Savannah

Cement
There was an out ofcourt settlement where SDM was forced to forego the arrears of Kshs. 370,862,635

13
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12. Appendices

Aonendir l: A Reno

u

rt of Waivers and Variations of Taxes. Fees or Charses sranted bv the Receiver of Revenue durine the

E!&

(PFM ACT Section 82 sub section 4, 5)

Accou
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State Department for Mining

Revenue Statements for the year ended 3Oh June 2023
Appendix 2: Progress on Follow Up of Prior Year Auditor-General Recommendations

The following is the summary of issues raised by the Auditor -General and management comments

that were provided. SDM has nominated focal persons to resolve the various issues as shown below
with the associated time frame within which to expect the issues to be resolved.

t 53l

Cadastre register
was maintained
but t there was no
register of mineral
rights or records
of licenses issued

for each category
to enable
verihcation of
receipts from
mining and
exploration
licenses, export
permits and

mining royalties
from various
licenses.

Royalty payment records are

managed through physical files
of mineral rights holders and it
is where the tracking happens.

Awaiting budget to install
digital royalty management

system

Not resolved On going

t532

Prospecting fee of
Kshs. 25,048,358
was collected and
deposited in the
Departments
Recurrent bank
account and used

as AIA

The amount was from Ground
rent which is AIA has over time
been misrepresented as

Revenue.

Not resolved On going
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Revenue Statements for the yeu ended 3Uh June 2023

1533

Why levies
arrears due and
chargeable to East
African Portland
Cement Company
Kshs. Of
404,759,572 wete
not assessed and
reported in the
reIevant

The company had requested The
Cabinet Secretary for payment
of reduced rates and was
granted per the Mining Act,
2016, Section 1 88(l) .There was
a Further request by State
Department to declare thus a
national debt per Section 182

and 189 of the Mining Act,
2016

Not resolved On going

accounting periods

1534

Savannah Cement
Company
arrearsafter
signing ofthe
payment plan the
company
defaulted in the
plan and moved to
high court to
challenge the legal
notice no. 222 Of
20l3.The consent
was not presented

for audit review.
Kshs, 5,000,000
they remitted was
not supported by
production and

sales reports

Consent was availed for audit
review, The SDM will initiate
the process of writing off the
bad debts through a letter to the
National Treasury

Not resolved On going

l6



State Depaftment for Mining

Revenue Statements for the ended iFh June 2023

The State Department requests

this to be treated as national debt

Not resolved On going1535

Tata Chemicals
Magadi
accumulated
arrears of
Kshs675,023,295
since the FY
20l5l2ol6.There
has been no
progress in
recovery despite
the agreement to
pay 3%o

retrogressively.
The money could
not be recovered

Due to poor business
environment, the company is

unable to pay. The company has

petitioned for rates review
which is at current a work in
progress having undergone

Not resolved On going1536

Carbacid C02
Limited's arrears
of Kshs.
78,490,58'7
relating to FYs
201712018 to

2O20l2O2l could
not be recovered

public participation

t7
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1537

Unremitted mining
Royalties by
African Diatomite
and Kilimapesa
Company. SDM
did not provide
evidence of efforts
to recover the
same. Further, no
document
provided for audit
review of license
grantedto
Chauhshan
Intemational
Mining Company
to mine diatomite
in 2016.

Kilimapesa has since cleared
their debt of Kshs.
3 1,428,381 .65 in October 2021 .

Not resolved On going

1538

Irregular
underpayment of
cement levy by
National Cement
Company-No
evidence of
gazettement of the
revised lelry.

The company was allowed to
pay at the reduced rate per the
Mining Act, 2016 section
188( l )

Not
Resolved

On going

1539

The receiver of
revenue failed to
collect annual
ground rents of
kshs. 133,335,448

The Ministry has revoked the
non performing rights, demand
notices are being sent to
defaulters for payment

Not
Resolved

On going

1540

EAPC and

Savannah are

mining without
valid mining
permits

Following the high court
consent order petition, The
Ministry has written to
Savannah Company to apply for
the mineral dealing license

Not
Resolved

On going

I 541

Failure to share

Royalties and lack
A task force has been formed to
develop a framework for the

Not resolved On going
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Revenue Statements for the year ended 3Ah June 2023

Guidance Notes:
(i) Use the same reference numbers as contained in the extemal audit report

(iD Obtain the "lssue/Observation" and "management comments", required above, from final

external audit report that is signed by Management.

of mechanism for
sharing Royalties

transfer of the l0% share of
Royalties to communities

1542
Failure to establish
Artisanal Mining
Committees

Creating of artisanal mining
committees is based on need
basis and funding.
The SDM has engaged the
National Treasury and

parliamentary committee on

budget to allocate funds to fully
operationalise the committees

Not resolved On going

r543
Lack of Artisanal
Miners Register.

Moratorium Against Licencing
issued by the Govemment in
December,20l9 has curtailed
the operations o[ existing
artisanal mining committees
since they cannot issue the
artisanal mining permits.

Not resolved On going

t544

Lack of
monitoring of
mining operations

The Directorate of Mines
budget has been suffering
budgetary and mobility
constrains over the years.

Despite this the SDM endeavour
to conduct held inspections
through the Regional Mining
Officers although the officers
struggle with the few resources

Not resolved On going

l9
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(iii) Before approving the report, discuss the timeframe with the appointed Focal Point persons

within your entity responsible for implementation ofeach issue.

(iv) Indicate the status of "Resolved" or 'Not Resolved" by the date of submitting this repo( to

National Treasury.

Elijah
Princi

, cBs
Secretary

Kipyegon Henry Slele

Head of Accounting Unit
ICPAK No. 8879
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Appendix 3 - Reports Generated from IFMIS

IFMIS financial reporls lo be presented upon request.
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